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FEDERAL  AGRICuLTuRAL 
PROGRAmS
 No items.
 FEDERAL ESTATE
AND GIFT TAxATION
 ESTATE PROPERTY. The U.S. Supreme Court has 
denied certiorari in the following case. The decedent had been 
the trustee of a trust formed by the decedent’s pre-deceased 
spouse. The decedent had only an income interest in the trust 
but the decedent misappropriated trust corpus and used the 
funds for investing in stocks. The decedent had commingled 
the misappropriated funds with the decedent’s own property. 
During the administration of the decedent’s estate the executor 
used the “debt and demands” procedure, publishing notice to 
estate claimants to file claims within a certain period. No claims 
against the decedent’s estate from the trust beneficiaries were 
made. The decedent’s estate filed the federal estate tax return 
by excluding the amount of misappropriated funds. The estate 
argued that the misappropriated funds were not owned by the 
decedent but were merely held in a constructive trust for the 
pre-deceased spouse’s trust’s beneficiaries. In the alternative, the 
estate argued that, if the funds were included in the decedent’s 
estate, a corresponding deduction should be allowed for the 
claims of the trust’s beneficiaries.  The court noted that no claims 
against the estate were ever filed by the trust beneficiaries. The 
court held that the misappropriated funds were included in the 
decedent’s estate because the decedent had sufficient dominion 
and control over the assets at the time of death. The court also 
held that no deduction for claims against the estate was allowed 
because (1) no claims had been or were being made, (2) the 
mere breach of fiduciary duty and misappropriation of the 
funds did not give rise to an indebtedness of the estate and (3) 
future claims against the estate were barred by the state statute 
of limitations against such claims.  Estate of Hester v. united 
States, 2008-2 u.S. Tax Cas. ¶ 60,568 (4th Cir. 2008), aff’g, 
2007-1 u.S. Tax Cas. (CCH) ¶ 60,537 (W.D. Va. 2007).
 GENERATION-SKIPPING TRANSFERS. A trust became 
irrevocable when the settlor died prior to September 25, 1985. 
The trust provided the beneficiary with the right to withdraw 
the larger of $5,000 or 5 percent of the trust principal each year. 
The trustee obtained a local court order amending the trust to 
provide that the beneficiary must make this election by the end 
of January each year. The IRS ruled that the modification did 
not subject the trust to GSTT. Ltr. Rul. 200917015, Dec. 16, 
2008.
 A trust became irrevocable when the settlor died prior to 
September 25, 1985. The current beneficiaries were the settlor’s 
children, with reminders held by the lawful issue of the children. 
Several of the remainder beneficiaries were adopted children 
of the beneficiaries’ children and grandchildren who could not 
become beneficiaries because the trust provided specifically 
that adopted children were not included in the definition of 
lawful issue under the trust. The trustee obtained a court 
judgment amending the trust to include adopted children in the 
definition of lawful issue. The original  reminder  beneficiaries 
agreed to relinquish a portion of their interests to the adopted 
children. The IRS ruled that the amendment did not subject 
the trust to GSTT because the amendment did not shift any 
beneficial interest to a lower generation. The IRS noted that 
the amendment would result in gifts by the previous reminder 
beneficiaries to the added beneficiaries. Ltr. Rul. 200917004, 
Dec. 16, 2008.
 GIFTS. The taxpayer had transferred an interest in real 
property to several trusts for the taxpayer’s grandchildren. 
The taxpayer later discovered that the trust provisions did 
not match the taxpayer’s intent to give completed gifts of 
the property to the trusts. The taxpayer and beneficiaries 
entered into agreements and the transfer deeds were amended 
to comply with the taxpayer’s intent. The IRS ruled that the 
agreements and amendments were sufficient to make the 
transfers completed gifts which qualified for the gift tax annual 
exclusion. Ltr. Rul. 200918006, Jan. 9, 2009.
 mARITAL DEDuCTION. The decedent’s will bequeathed 
to a trust the largest amount which could pass free of federal 
estate tax. However, the decedent’s estate was less than the 
applicable exclusion amount under I.R.C. § 2010(c) and the 
trust was funded with all the residuary estate. The estate made 
a QTIP election on the estate tax return as to a portion of the 
trust passing to the surviving spouse. After the estate tax return 
was filed, it was discovered that the QTIP election was not 
needed because no estate tax was owed. The estate requested a 
revocation of the QTIP election and the IRS granted the request. 
Ltr. Rul. 200918014, Dec. 17, 2008).
 The decedent’s estate had hired an experienced estate tax 
attorney to file the estate tax return. The attorney failed to file 
the estate tax return on time and filed for the automatic six-
month extension and a second six-month extension of time to 
file.  The return was filed within the second six month extension. 
The second extension was improper and not approved by 
the IRS.  The executor, a judge, reviewed the return with the 
attorney and questioned the claim of a marital deduction for a 
predeceased spouse. When the attorney assured the executor 
that the deduction was valid, the executor signed and filed the 
return.  The marital deduction for the pre-deceased spouse 
was denied in Estate of Lee v. Comm’r, T.C. Memo. 2007-371. 
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The IRS assessed an accuracy-related penalty for the disallowed 
marital deduction and an addition to tax for failure to file the 
return by the due date.  The court held that the accuracy-related 
penalty and addition to  tax were improper because the executor 
acted in good faith reliance on the attorney in that the executor 
examined the attorney’s qualifications and experience and 
questioned the attorney as to the marital deduction. Estate of 
Lee v. Comm’r, T.C. memo. 2009-84.
 RETAINED INTERESTS IN TRuSTS. The IRS has issued 
proposed regulations that provide guidance on the portion of trust 
property includible in the grantor’s gross estate if the grantor has 
retained the use of the property, the right to an annuity, unitrust, 
graduated retained interest, or other payment from such property 
for life, for any period not ascertainable without reference to the 
grantor’s death, or for a period that does not in fact end before 
the grantor’s death. The IRS comments explain: “. . .  these 
proposed regulations provide the method to be used to determine 
the portion of trust corpus includible in the grantor’s gross estate 
if the grantor reserves a graduated retained interest in a trust. 
This method applies to graduated retained interests in property 
whether or not the property is held in trust. The portion of the 
corpus of a GRT or a CRT includible in the decedent’s gross estate 
under section 2036 is that portion of the trust corpus necessary 
to generate a return sufficient to pay the decedent’s retained 
annuity, unitrust, or other payment. Consistent with this approach, 
the proposed methodology measures the amount of corpus 
needed to generate sufficient income to produce the payments 
that would have been due even after the decedent’s death, as if 
the decedent had survived and continued to receive the retained 
interest. Thus, under the proposed methodology, the amount of 
corpus necessary to produce the retained graduated interest is 
the sum of the following amounts: (1) The amount of corpus 
required to generate sufficient income to pay, without reducing 
or invading principal, the annual amount payable to the decedent 
at the decedent’s death calculated pursuant to [Treas. Reg.] Sec. 
20.2036-1(c)(2)(i); and (2) for each succeeding year of the trust, 
the amount of corpus required to generate sufficient income to 
pay, without reducing or invading principal, the increase (if any) 
in the annuity, unitrust, or other payment for that year, deferred 
until the beginning date of that increase. The formula to be 
applied in calculating the corpus for each such succeeding year 
of the trust is the product of two factors: the first is the result 
of dividing the periodic addition (adjusted for payments made 
more frequently than annually, if applicable, and for payments 
due at the beginning, rather than the end, of a payment period 
(See Table K or J of [Treas. Reg.] Sec.  20.2031-7(d)(6)) by the 
section 7520 rate (periodic addition/rate); and the second is 1 
divided by the sum of 1 and the section 7520 rate raised to the T 
power (1/(1 + rate)T). For purposes of this formula, T is the time 
(expressed in years or a portion of a year) between the date of 
the decedent’s death and the first day of the trust’s first year for 
which the periodic addition is payable. The periodic addition for 
each year after the year in which the decedent’s death occurs is the 
amount (if any) by which the annuity, unitrust, or other payment 
that would have been payable for that year (if the decedent had 
survived) exceeds the total amount of payments for the year 
immediately preceding that year, provided that payments increase 
(and do not ever decrease).” 74 Fed. Reg. 19913 (April 30, 
2009).
 VALuATION. The IRS has issued proposed regulations 
relating to the use of actuarial tables in valuing annuities, 
interests for life or terms of years, and remainder or reversionary 
interests. These regulations will affect the valuation of inter 
vivos and testamentary transfers of interest dependent on one or 
more measuring lives. 74 Fed. Reg. 21519 (may 7, 2009).
 The IRS has issued temporary regulations relating to the 
use of actuarial tables in valuing annuities, interests for life 
or terms of years, and remainder or reversionary interests. 
These regulations will affect the valuation of inter vivos and 
testamentary transfers of interests dependent on one or more 
measuring lives. 74 Fed. Reg. 21437 (may 7, 2009).
 FEDERAL INCOmE 
TAxATION
 CAPITAL ExPENSES. The taxpayer was a diversified 
financial services company. The taxpayer opened banking 
stores and remodeled banking stores using a group of 
employees to manage the space needs of the bank. The 
employees’ responsibilities included overseeing leasing, 
maintenance and repairs, space configuration, remodeling, and 
construction activities of the banking stores. Some employees 
were involved to some degree in construction activities. The 
taxpayer capitalized the direct costs of property produced as a 
result of the construction and remodeling activities but did not 
capitalize certain indirect costs of these employees, including 
internal salaries, pensions and other related costs, and employee 
benefit expenses. In a Chief Counsel Advice letter, the IRS 
ruled that the taxpayer was required to capitalize the indirect 
employee costs related to the capital assets, the bank stores, 
constructed by the taxpayer. CCA Ltr. Rul. 200917031, Dec. 
22, 2008.
 CHARITABLE DEDuCTION. The taxpayer granted 
a conservation easement over two neighboring properties, 
a 1,950-acre property and a 463.35-acre property, both 
in a mountainous region in Gunnison County, Colorado, 
approximately 18 miles northeast of Panonia, Colorado. The 
properties’ elevation ranges from approximately 6,900 feet to 
8,185 feet above sea level. The properties were historically used 
for cattle ranching and recreation. The issue was the value of 
the properties. The court held that the valuation was to be based 
on the highest and best use of the properties as agricultural 
or recreational property and not as residential development 
property. Hughes v. Comm’r, T.C. memo. 2009-94.
 CORPORATIONS
 REORGANIZATIONS. The IRS has published additional 
guidance on the issuance of letter rulings in response to requests 
for rulings on portions of integrated transactions relating to 
corporate divisions under I.R.C. § 355. Under prior guidance 
contained in Rev. Proc. 2009-1, 2009-1 C.B. 1, and Rev. Proc. 
2009-3, 2009-1 C.B. 87, the IRS would not issue a letter 
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ruling on part of an integrated transaction unless part of the 
transaction fell under a no-rule area, as described in Rev. Proc. 
2009-3. Under a pilot program applicable to ruling requests 
postmarked or received by the IRS after May 4, 2009, the IRS 
may issue a ruling on a single part of an integrated transaction 
relating to corporate divisions. Under the new guidance, 
taxpayers may request rulings on one or more issues that are 
solely under the jurisdiction of the Associate Chief Counsel 
(Corporate), are significant and involve the tax consequences 
or characterization of a transaction in the context of a I.R.C. 
§ 355 distribution. The IRS may issue a letter ruling on such 
an issue without ruling on the larger transaction. Rev. Proc. 
2009-25, I.R.B. 2009-24.
 COuRT AWARDS AND SETTLEmENTS. The taxpayer’s 
employment was terminated and the taxpayer filed a lawsuit 
for employment discrimination. Before the termination, the 
taxpayer’s foreman had assaulted the taxpayer, resulting in 
minor injuries. The parties settled and the settlement proceeds 
were for back wages and emotional distress. The taxpayer 
excluded the proceeds from taxable income as compensation 
for the assault injuries. The court held that the proceeds were 
not paid in compensation for the assault injuries but were paid 
only for release of the discrimination and other employment 
claims. Hansen v. Comm’r, T.C. memo. 2009-87.
 ELECTRIC VEHICLE CREDITS. The IRS has reminded 
taxpayers that, during 2009, if they purchase plug-in electric 
vehicles that use certain types of batteries, they may qualify for 
one of two new tax credits. The Emergency Economic Act of 
2008 (Pub. L. No. 110-343) created a new credit for qualified 
plug-in electric drive motor vehicles placed in service in 2009 
through 2014 equal to the applicable amount for each new 
qualified plug-in electric drive motor vehicle placed in service 
by the taxpayer during the tax year. The applicable amount is 
the sum of $2,500, plus an additional $417 for each kilowatt 
hour of traction battery capacity in excess of four kilowatt 
hours. See I.R.C. § 30D(a)(2). The American Recovery and 
Reinvestment Tax Act of 2009 (Pub. L. No. 111-5) added a 
new credit against tax that is generally modeled on the plug-in 
electric drive motor vehicle credit in I.R.C. § 30D. The credit 
applies to purchases after February 17, 2009, and equals 10 
percent of the cost of acquiring certain electrically powered 
two-wheeled vehicles, three-wheeled vehicles and low-speed 
vehicles. The credit is available for the tax year in which the 
qualifying vehicle is put into service. Qualifying vehicles, 
commonly called “neighborhood electric vehicles,” must be 
manufactured primarily for use on public roadways. While 
such vehicles may qualify for both credits, a taxpayer may 
not claim both credits for the same vehicle. IR-2009-45.
 IRA. During a time when the taxpayer was unemployed 
and no longer received unemployment benefits, the taxpayer 
received two distributions from an IRA. The taxpayer had 
not reached age 59 1/2 at the time of the distributions. The 
money was used to pay health insurance premiums and some 
mortgage payments. The taxpayer included the distributions 
in taxable income but did not pay the 10 percent penalty 
for early withdrawals. The IRS conceded that the portion paid 
for health insurance premiums was excluded from the penalty 
but argued that one premium payment did not qualify for the 
exemption because it was made before the distribution. The 
court held that there was no requirement that premiums be paid 
before a distribution; therefore, all health insurance premiums 
were excluded from the amount subject to the penalty. The court 
held that the money used to pay the mortgage was not excluded 
because the money was not used to acquire a residence. Davis 
v. Comm’r, T.C. Summary Op. 2009-61.
 INNOCENT SPOuSE. The taxpayer was assessed for unpaid 
taxes on income of the taxpayer’s former spouse which was not 
reported on a joint income tax return filed when the couple was 
married. As part of the divorce agreement, but not part of the 
divorce decree, the taxpayer and former spouse agreed to pay 
any tax liability which might arise from separate income of each 
party. The taxpayer sought equitable innocent spouse relief. The 
court held that the taxpayer was entitled to equitable innocent 
spouse relief because (1) the taxpayer was currently divorced; 
(2) the divorce agreement made the former spouse liable for 
taxes on the former spouse’s separate income; (3) the taxpayer 
did not receive a significant benefit from the former spouse’s 
income which gave rise to the tax liability; and (4) the taxpayer 
has made a goof faith attempt to comply with the tax laws since 
the tax year in issue. The court held that these factors outweighed 
the taxpayer’s knowledge about the unreported income and the 
taxpayer’s ability to pay the assessment without hardship. Virgilio 
v. Comm’r, T.C. Summary Op. 2009-56.
 INTERNAL REVENuE SERVICE. The IRS is inviting the 
public to suggest tax issues that need clarification to be considered 
for inclusion on the 2009—2010 Guidance Priority List. This 
list will indicate the guidance that the Treasury Department 
and the IRS intend to issue from July 1, 2009, through June 30, 
2010. Recommendations can be submitted at any time; however, 
only those submitted by May 31, 2009, will be considered for 
inclusion in the original 2009-2010 Guidance Priority List. 
Written comment should be sent to:
Internal Revenue Service
Attn: CC:PA:LPD:PR (Notice 2009-43)
Room 5203
P.O. Box 7604
Ben Franklin Station
Washington, D.C. 20044.
Notice 2009-43, I.R.B. 2009-21.
 LIFE INSuRANCE.  The IRS has issued a ruling on the 
character and amount of taxable income recognized under I.R.C. 
§ 72 on the surrender or sale of a life insurance policy.  On the 
surrender of a life insurance policy ordinary income is recognized 
on the excess of the surrender value over the aggregate premiums 
paid on the policy. On the sale of a life insurance policy, the 
income recognized was the excess of the amount received over 
the adjusted basis in the policy. The adjusted basis was the amount 
of premiums paid less the amount paid by the insurer for cost-of-
insurance charges. If the policy had a surrender value, the income 
is ordinary to the extent the surrender value exceeded the adjusted 
basis and the income is long term capital gain to the extent the 
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proceeds of the sale exceeded the surrender value. If the policy 
did not have a surrender value, the excess of the proceeds over 
the adjusted basis was long-term capital gain. Rev. Rul. 2009-
13, I.R.B. 2009-21.
 The taxpayer had purchased a whole life insurance policy on 
the taxpayer’s life. The taxpayer later cancelled the policy but did 
not inform the insurance company in writing. When the company 
did not receive additional premiums, it paid for the premiums by 
making loans against the cash value of the policy. When the cash 
value amount was reached, the policy was converted to term life 
insurance until the cash value was depleted. The company then 
informed the taxpayer that the policy was cancelled and sent the 
taxpayer a Form 1099-R, Distributions from Pensions, Annuities, 
Retirement or Profit-Sharing Plans, showing a gross distribution 
and income. The taxpayer did not include these amounts in 
taxable income, arguing that the policy was terminated and did 
not accumulate cash value. The court noted that the policy had 
substantial cash value at the time of the attempt to cancel the 
policy and that the taxpayer failed to comply with the contract 
requirements for terminating the policy, even when faced with 
multiple notices that the policy was not cancelled. Therefore, 
the court held that the application of the cash value against the 
policy loans was taxable income to the taxpayer. Chambers v. 
Comm’r, T.C. Summary Op. 2009-63.
 The taxpayer purchased a level premium term life insurance 
contract from an unrelated insured person. The taxpayer had 
the right to change the policy beneficiary and changed the 
beneficiary to the taxpayer. The insured person died and the 
policy premiums were paid to the taxpayer. The IRS ruled 
that the taxpayer recognized ordinary income to the extent the 
proceeds of the policy exceeded the amount paid for the policy 
plus all premiums paid. The ruling also discussed the outcome 
where the taxpayer transferred the policy to another unrelated 
person before the insured died. In this case, the taxpayer 
recognized long term capital gains to the extent the amount 
received in the transaction exceeded the pruchase price plus 
any premiums paid. Rev. Rul. 2009-14, I.R.B. 2009-21.
 NEW VEHICLE DEDuCTION. CCH has reported that the 
IRS has stated that the $49,500 purchase price limitation for 
the new vehicle deduction is applied on each vehicle and not 
applied as to all purchases during a tax year. The deduction is 
also phased out for taxpayers with adjusted gross incomes over 
$250,000.  CCH 2009TaxDay may 4, 2009.
 PARTNERSHIPS
 ELECTION TO ADJUST BASIS. The two interests in a 
partnership were transferred during a tax year but the partnership 
failed to make the I.R.C. § 754 election on that year’s return. 
Although the ruling does not clearly state that the tax year 
was closed, the IRS denied an extension of time to file the 
election, apparently because the tax year was closed. Ltr. Rul. 
200917018, Jan. 16, 2009.
 SALE OF PARTNERSHIP ASSETS. The taxpayers were 
married and equal partners in a limited liability company taxed 
as a partnership. The partnership sold two parcels of developed 
business real property and did not include the gain in income. 
The taxpayers argued that the proceeds of the sale were used 
to pay LLC liabilities but failed to provide evidence of these 
payments. In addition, the taxpayer argued that they had 
sufficient basis in their LLC interests to cover the gain. The court 
held that the gain from the sales was taxable long-term capital 
gain because the taxpayers received the proceeds and failed to 
show any basis in their LLC interests. Robertson v. Comm’r, 
T.C. memo. 2009-91.
 PENSION PLANS. For plans beginning in May 2009 for 
purposes of determining the full funding limitation under I.R.C. § 
412(c)(7), the 30-year Treasury securities annual interest rate for 
this period is 3.76 percent, the corporate bond weighted average 
is 6.43 percent, and the 90 percent to 100 percent permissible 
range is 5.78 percent to 6.43 percent. Notice 2009-45, I.R.B. 
2009-22.
 PRACTICE BEFORE IRS. The IRS Office of Professional 
Responsibility (OPR) has released a guide to sanctions for 
violations of Circular 230. The guide proposes a range of 
sanctions for violations of 31 U.S.C. Part 10, noting that the 
facts and circumstances of each case should be considered in 
determining the sanction to be imposed. Increased or decreased 
sanctions could be imposed due to the presence of mitigating 
factors or particularly egregious conduct. A nonexhaustive list of 
offenses is provided, as well as suggested sanctions. However, 
the OPR notes that, although disbarment is not listed as a 
sanction, it could be imposed, even on a first offense. Further, 
disbarment will be sought where a suspension of five years is 
determined to be the appropriate sanction. Office of Professional 
Responsibility Guide to Sanctions, may 7, 2009.
 PREPAID ExPENSES. The IRS has issued proposed 
regulations that govern how to allocate prepaid qualified 
mortgage insurance premiums to determine the amount of the 
prepaid premium that is treated as qualified residence interest 
each taxable year under I.R.C. § 163(h)(4)(F). The proposed 
regulations also provide guidance to reporting entities receiving 
premiums, including prepaid premiums, for mortgage insurance. 
The temporary regulations reflect changes to the law made by 
the Tax Relief and Health Care Act of 2006 and the Mortgage 
Forgiveness Debt Relief Act of 2007. 74 Fed. Reg. 21256 (may 
7, 2009).
 RETuRNS. The IRS has announced that taxpayers affected 
by the severe storms, flooding, tornadoes and straight-line 
winds in Calhoun, Dixie, Gilchrist, Hamilton, Holmes, Jackson, 
Lafayette, Liberty, Madison, Okaloosa, Santa Rosa, Suwannee, 
Walton and Washington Counties in Florida on March 26, 2009, 
have until midnight May 26, 2009, to file returns, pay taxes and 
perform other time-sensitive acts otherwise due between March 
26, 2009, and May 26, 2009. Florida Disaster Relief Notice 
FL 2009-34.
 The IRS has announced that taxpayers affected by the severe 
storms and tornadoes in Miller, Polk and Sevier Counties in 
Arkansas on April 9, 2009, have until midnight June 8, 2009, 
to file returns, pay taxes and perform other time-sensitive 
acts otherwise due between April 9, 2009, and June 8, 2009. 
Arkansas Disaster Relief Notice AR 2009-07.
begins on January 1, 2010. Therefore, the partnership will not be 
deemed to own the stock of the association during any portion 
of the association’s first taxable year beginning January 1, 2010, 
and the entity is eligible to elect to be an S corporation effective 
January 1, 2010. Additionally, because the partnership’s taxable 
year ends immediately before the close of the day on December 
31, 2009, and the association’s first taxable year begins at the start 
of the day on January 1, 2010, the deemed steps will not cause the 
entity to have an intervening short taxable year in which it was 
a C corporation.  In a second situation, the partnership converts 
into a corporation under a state law formless conversion statute, 
effective January 1, 2010. As a result of the conversion, the entity 
is classified as a corporation for federal tax purposes. On February 
1, 2010, the corporation files an election under section I.R.C. § 
1362(a) to be taxed as an S corporation, effective January 1, 2010. 
There is no person who held stock in the entity on January 1, 2010, 
who did not hold stock at the time the election was made. The IRS 
ruled that Rev. Rul. 2004-59, 2004-1 C.B. 1050 provides that the 
conversion of a partnership into a state law corporation under a 
state law formless conversion statute is treated in the same manner 
as if the entity had made an election to be treated as an association 
under Treas. Reg. § 301.7701-3(c)(1)(i) . Therefore, the result is the 
same as the first situation. Rev. Rul. 2009-15, I.R.B. 2009-21.
 START-uP ExPENSES. In 2004 the taxpayer began activities 
for a real estate investment business. In 2004 the taxpayer, 
registered a business name, opened a separate bank account for 
the business, obtained an employer identification number from the 
IRS and obtained a credit card for the business. The taxpayer made 
several attempts to purchase property during the year but failed to 
purchase anything until December 30. The taxpayer did not find 
a tenant for the property until sometime in 2005. The taxpayer 
claimed business deductions on the 2004 return for marketing, 
travel, equipment and training. The court held that the taxpayer’s 
activities in 2004 did not constitute an active trade or business until 
the property was purchased and held out for rent. Therefore, the 
2004 expenses were start-up expenses under I.R.C. § 195. Woody 
v. Comm’r, T.C. memo. 2009-93.
 TRAVEL ExPENSES. The U.S. State Department has 
published the maximum rates of per diem allowances for travel 
in foreign areas. These rates are effective May 1, 2009, and are 
used for determining per diem rates that employers can use to 
reimburse employees for lodging, meals and incidental expenses 
incurred during business travel away from home without the need 
to produce receipts. See Rev. Proc. 2007-63, 2007-2 C.B. 809. 
CCH mISC-DOC, 2009ARD 088-2, may 1, 2009.
 The taxpayer was employed as an airplane mechanic near the 
taxpayer’s residence when the taxpayer was laid off. The taxpayer 
continued to work for the employer by accepting a job in another 
city where the taxpayer had seniority. The taxpayer maintained a 
residence in the original city in hopes of returning to a job there 
and did return to such employment over one year later. The court 
held that the taxpayer was not entitled to deduct travel expenses 
from the residence to the temporary job location because the job 
lasted more than one year. Burley v. Comm’r, T.C. Summary 
Op. 2009-65.
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 The IRS has extended return-filing and payment deadlines 
for victims of the severe storms and flooding in Allen, Carroll, 
DeKalb, Fulton, Jasper, Kosciusko, Lake, LaPorte, Marshall, 
Noble, Pulaski, White, and Whitley Counties in Indiana that were 
declared federal disaster areas on March 8, 2009. Persons who 
qualify for assistance have until May 7, 2009, to file returns, pay 
taxes and perform other time-sensitive acts otherwise due between 
March 8, 2009, and May 7, 2009. Indiana Disaster Relief Notice 
IND-09-56.
 The IRS has updated the Minnesota disaster relief notice to 
include Beltrami, Marshal and Polk counties. minnesota Disaster 
Relief Notice mN 2009-34.
 The IRS has issued Publications 1457 (Actuarial Valuations, 
Version 3A), 1458 (Actuarial Valuations, Version 3B), and 1459 
(Actuarial Valuations, Version 3C) (Rev. May 2009).  Publication 
1457 includes remainder, income and annuity examples for one 
life, two lives and terms certain. Publication 1458 includes unitrust 
remainder examples for one life, two lives and terms certain. 
Publication 1459 includes examples for computing depreciation 
adjustment factors. Publications 1457 and 1458 include examples 
for using actuarial factors for certain income, estate and gift 
tax valuations of future interests. Effective May 1, 1989, the 
value of an annuity, interest for life or term of years, remainder 
or reversionary interest or unitrust interest is determined under 
tables prescribed by the Secretary of the Treasury for estate and 
gift tax purposes, using an interest rate equal to 120 percent of 
the federal mid-term rate in effect for the month in which the 
valuation date falls. The tables used to value an interest with a 
valuation date after April 30, 2009, may be found in Publications 
1457 and 1458. These tables are based on the values of 1x of 
the mortality component tables (Table 2000CM). While the 
publications include examples, they do not contain the tables of 
actuarial factors used in the examples. The actuarial tables cited 
in the examples can be found on the IRS website at http://www.
irs.gov/retirement/article/0,,id=206601,00.html.
 S CORPORATIONS.
 ELECTION. On January 1, 2009, taxpayer  was organized as 
an unincorporated entity that was classified as a partnership for 
federal tax purposes. The taxpayer elected to be treated as an 
association for federal tax purposes, effective January 1, 2010. 
On February 1, 2010, the taxpayer files an election under I.R.C. § 
1362(a) to be taxed as an S corporation, effective January 1, 2010. 
There is no person who held stock in the taxpayer on January 1, 
2010, who does not hold stock at the time the election is made. 
The IRS ruled that, when an entity classified as a partnership for 
federal tax purposes elects under Treas. Reg. § 301.7701-3(c)(1)(i) 
to be classified as an association for federal tax purposes, the 
following steps are deemed to occur: the entity contributes all of 
its assets and liabilities to the association in exchange for stock in 
the association, and immediately thereafter the entity liquidates 
by distributing the stock of the association to its partners. Under 
Treas. Reg. § 301.7701-3(g)(3)(i), these deemed steps are treated 
as occurring immediately before the close of the day before the 
election is effective. Thus, the partnership’s taxable year ends 
on December 31, 2009, and the association’s first taxable year 
 Agricultural Law Press
 P.O. Box 835  Brownsville, OR 97327
 
80
 
Special 20th Anniversary Sale
The Agricultural Law Press celebrates its 20 years of publishing in agricultural law with a series of special 
sales of its publications over the next few months.
During may & June 2009, purchase the Principles of Agricultural Law for only $100 
postpaid (regularly $115) and receive your first two updates (August 2009 and January 
2010) free.
PRINCIPLES OF AGRICULTURAL LAW
by Roger A. mcEowen & Neil E. Harl
 The Agricultural Law Press presents a special sale on college-level textbook covering the major areas of agricultural law, including:
Table of Contents
   Chapter 1  Introduction to Agricultural Law and the Legal System Chapter 8  Estate Planning 
 Chapter 2  Contracts Chapter 9  Business Planning
 Chapter 3  Secured Transactions Chapter 10 Cooperatives
 Chapter 4  Negotiable Instruments Chapter 11  Civil Liabilities
 Chapter 5  Bankruptcy Chapter 12  Criminal Liabilities
 Chapter 6  Income Tax Planning Chapter 13  Water Law
    and management Chapter 14  Environmental Law
 Chapter 7  Real Property Chapter 15  Regulatory Law
   Glossary, Table of cases, Index
 Semi-annual updates: A unique feature of this textbook is that it is published in looseleaf form with semi-annual updates which 
can be incorporated directly into the book, making the book as timely as it is comprehensive. All adopting instructors will receive 
complimentary updates for their texts. Students and other owners may obtain the updates by subscription. Finally, a textbook which 
never goes out of date.
The Authors:
 Roger A. McEowen, is Leonard Dolezal Professor in Agricultural  Law, Iowa State University, and Director of the ISU Center for 
Agricultural Law and Taxation. He is a member of the Kansas and Nebraska Bars, and Honorary Member of the Iowa Bar. Professor 
McEowen has also been a visiting professor of law at the University of Arkansas School of Law, Fayetteville, Arkansas, where he taught 
in both the J.D. and agricultural law L.L.M. programs. Professor McEowen has published many scholarly articles on agricultural law. 
He is also the lead author for The Law of the Land, a 300 page book on agricultural law.  Professor McEowen received a B.S. with 
distinction from Purdue University in Economics in 1986, an M.S. in Agricultural Economics from Iowa State University in 1990, and 
a J.D. from The Drake University School of Law in 1991.
 Neil E. Harl is one of the country’s foremost authorities on agricultural law. Dr. Harl is a member of the Iowa Bar, Charles F. Curtiss 
Distinguished Professor in Agriculture and Emeritus Professor of Economics at Iowa State University, and author of the 14 volume 
treatise, Agricultural Law, the one volume Agricultural Law Manual, the two volume Farm Income Tax Manual, and numerous articles 
on agricultural law and economics.
Purchase Offer
 To purchase your copy at this special price, send $100 by check to Agricultural Law Press, P.O. Box 835, Brownsville, OR 97327. 
The Principles may also be ordered online, www.agrilawpress.com, using your credit card through the PayPal secure online system. 
Be sure to use the “multiple publication” price of $100. You will receive the August 2009 and January 2010 updates free of charge. 
Subsequent semi-annual updates are available for $50 per year.
